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HIGHLIGHTS
• Finance Minister Xiao Jie presided over and gave a report at the National 

Fiscal Work Conference held in Beijing

• Finance Minister Xiao Jie: accelerate the establishment of a modern fiscal 
system

• MOF published the Guidelines on Increasing State-owned Capital 
Investment in Public Welfare Industries

• MOF published a circular on issues related to the budget execution and 
management of the central budget units in 2018

• Revenue under China’s general public budget fell by 1.4% year on year in 
November

December,2017
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security system for electronic fiscal notes, establish 

the mechanism of sharing and using data related to 

electronic fiscal notes, and create supervision and 

inspection system of electronic fiscal notes.

2. State Council decided on measures 
to promote the disclosure of information 
related to the allocation of public 
resources

On December 7, Premier Li Keqiang chaired an 

executive meeting of the State Council, which 

provided the following. First ,  localit ies and 

government departments shall draw up a list of items 

for public disclosure, with a focus on the information 

related to the allocation of affordable housing, 

government procurement, transaction of state-owned 

property rights, transfer of state-owned land use 

rights and mining rights, bidding for construction 

projects, etc. Second, the results of administrative 

review and approval involved in the allocation of 

public resources shall be disclosed by the authorities 

that make the review and approval. Information on 

the transfer or transaction, bid-winning, contract 

performance of public resources projects shall 

be separately made public by the government 

departments, enterprises and institutions that are 

in charge of the management or implementation. 

Third, local government departments at all levels 

should timely release information on public resource 

allocation through websites, government social media 

1. MOF published the Circular on 
Improving the Second Batch of Pilot 
Reform of the Management of Electronic 
Fiscal Notes

On December 7, Ministry of Finance (MOF) published 

the Circular on Improving the Second Batch of Pilot 

Reform of the Management of Electronic Fiscal 

Notes, which provided the following. First, define the 

pilot areas and units for the second batch of reform of 

the management of electronic fiscal notes. Northeast 

Normal University, Sun Yat-SEN University, Xi’an 

Jiaotong University, Hefei University of Technology, 

Dal ian Mari t ime Univers i ty ,  Centra l  South 

University, Shanghai Jiao Tong University, Jilin 

University, University of Science and Technology 

of China, South China University of Technology, 

Southwest University, Tianjin University and other 

central units shall start the implementation of the 

pilot reform from the promulgation date of circular. 

Second, define the main content of the pilot reform 

of electronic fiscal note management. All pilot areas 

and units should have a clear understanding of the 

basic concepts of electronic fiscal notes, standardize 

the management procedures, code rules and data 

standards of electronic fiscal notes, develop the 

Ⅰ.Policy Update
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aside, nor shall they be distributed in the form 

of consolation funds. Second, the funds should 

be included in Category 208 "Social Security 

and Employment Expenses" of the Government 

Revenue and Expenditure Classification Item 

2017.

4. MOF published the Accounting 
System for Social Security Fund

On December 14, MOF published the Accounting 

System for Social Security Fund, which provided the 

following. First, the social insurance fund should 

be accounted for as an independent accounting 

entity. Second, enforcing agencies should establish 

accounts and handle accounting separately for 

all kinds of social insurance funds in accordance 

with the insurance type and different accounting 

systems. Third, the accounting of social insurance 

fund generally adopts the cash-based system while 

the accrual-based system should be adopted for 

the accounting of matters such as the investment 

entrusted by the basic pension insurance fund. 

Fourth, the social security fund accounting elements 

include assets, liabilities, net assets, incomes and 

expenses. Fifth, the social security fund accounting 

adopts the debit and credit bookkeeping. Sixth, social 

insurance fund accounting should be divided into 

different accounting periods, and the accounts and 

financial statements should be prepared on the basis 

of different periods.

account of Microblog and WeChat, and media outlets, 

and share the data in real time with the national 

public resource exchange platform so as to achieve 

the "one net" coverage.

3. MOF published a circular on 
the disbursement of the central 
government subsidies for improving 
the l iv ing condi t ions of  those 
affected by natural disasters in 2017

On December 12, MOF published a circular 

on the disbursement of the central government 

subsidies for improving the living conditions 

o f  t h o s e  a f f e c t e d  b y  n a t u r a l  d i s a s t e r s  i n 

2017, which provided the following. First, all 

localities should make overall use of the central 

government subsidy funds and the local natural 

disaster  rel ief  funds,  and provide subsidies 

that are no less than the subsidy standard of 

the central government for those faced with 

difficulties of food supply and clothing due to 

natural disasters during winter and spring. All 

local finance and civil affairs authorities should 

strengthen cooperation and jointly manage and 

make good use of disaster relief funds so as to 

ensure that special funds are used for intended 

purpose .  The  funds  should  be  used  on  the 

priority areas and be disbursed in light of the 

affected people’s ability of helping themselves. 

The funds shall not be equally distributed or set 
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On December 18, MOF published the Guidelines 

on Increasing State-owned Capital Investment 

in Public Welfare Industries, which provided the 

following. First, the principal forms for increasing 

state-owned capital investment in public welfare 

industries. The central and local finance authorities 

will support various types of entities, including 

state-owned enterprises, to better play their role in 

the public welfare industries by arranging budget 

funds and allocating government assets. Tax 

policies will be deployed to play the guiding role, 

specifically, the eligible R&D expenses incurred 

by state-owned enterprises will enjoy preferential 

pre-tax deductions in accordance with the laws, 

and their income derived from their engagement in 

public infrastructure, environmental protection, and 

energy-saving and water-saving projects will enjoy 

preferential tax policies in accordance with relevant 

provisions. Second, supporting measures. Establish 

mechanisms for adjusting and allocating state-

owned capital, establish and improve mechanisms 

for the advancement and retreat of state-owned 

capital, formulate a negative list of state-owned 

capital investment, and encourage more state-

owned capital to invest in key industries and key 

areas that are relevant to national security, national 

economic lifeline, national economy and the people’s 

livelihood.

7.  The CPC Central  Committee 
and State Council published the 

5. MOF published the Provisions 
on the Harmonization between the 
Old and New Accounting System of 
Social Security Fund

On December 14, MOF published the Provisions 

on the Harmonization between the Old and New 

Accounting System of Social Security Fund, which 

provided the following. First, starting from January 

1, 2018, the enforcing agencies should strictly 

follow the new system of accounting for social 

insurance fund and prepare the financial statements 

accordingly. Second, the enforcing agencies should 

prepare the trial balance as of December 31, 2017 

according to the original system. Third, establish new 

accounts starting from January 1, 2018 according to 

the new system. Fourth, the balance of the original 

account as of December 31, 2017 will be adjusted in 

accordance with the provisions, and the trial balance 

will be prepared based on the adjusted balance of 

the account as the opening balance of each new 

account. Fifth, based on the opening balance of 

each new account, prepare the opening balance 

sheet of January 1, 2018 in accordance with the 

new system.

6. MOF published the Guidelines 
on Increasing State-owned Capital 
I nves tment  in  Pub l i c  We l fa re 
Industries
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Plan for the Reform of the System 
for Environmental and Ecological 
Damage Compensation

On December 19, the General Office of the CPC 

Central Committee and the General Office of the 

State Council published the Plan for the Reform 

of the System for Environmental and Ecological 

Damage Compensation ,  which provided the 

following. First ,  clearly define the scope of 

compensation. The scope of environmental and 

ecological damage compensation includes the 

costs of removing pollution, the costs of ecological 

restoration, the loss of service functions during the 

period of ecological restoration, the loss caused by 

the permanent damage of ecological functions, and 

the expenses for the investigation, verification and 

assessment of ecological damage compensation. 

Second, determine the obligor. Any entity or 

individual that infringes laws and regulations 

and causes damage to the ecological environment 

shall assume the responsibility of compensating 

for ecological and environmental damage so 

that the due compensation is fully paid. Third, 

determine the recipients of compensation. The 

State Council authorizes provincial and municipal 

governments (including district-level governments 

under the jurisdiction of municipalities) as the 

recipients of ecological and environmental damage 

compensations in their respective administrative 

areas.

8. The State Council published 
the Guidelines on Exploring the 
Establ ishment  of  a  Long- term 
Mechanism for the Consolidation of 
Agriculture-related Funds

On December 21, the State Council published 

the Guidelines on Exploring the Establishment 

of a Long-term Mechanism for the Consolidation 

of Agriculture-related Funds , which provided 

the following. First, promote the consolidation 

of agriculture-related funds within the industry. 

Merge the special agriculture-related funds, 

further improve the current management system 

for agriculture-related funds, and sort through and 

consolidate the central-level agriculture-related 

funds with duplication and overlap, especially 

the funds under the two major categories of 

ag r i cu l tu re - r e l a t ed  t r ans fe r  paymen t s  and 

agricultural infrastructure investment. Second, 

promote the consolidation of agriculture-related 

funds among industries. Strengthen the use of 

agriculture-related funds of the same nature 

and with similar purposes. For the agriculture-

related funds of the same nature and with similar 

purposes  ar ranged by mul t ip le  government 

agencies,  for example,  funds for supporting 

the high-standard farmland development, the 

coordination during the stage of budget execution 

will be stepped up. Third, reform and improve 

the agriculture-related fund management system 
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10. MOF published a circular on the 
exemption of the vehicle purchase 
tax for new energy vehicles

On December 27, MOF published a circular 

on  the  exempt ion  o f  the  veh ic l e  pu rchase 

tax for new energy vehicles, which provided 

the following. First, from January 1, 2018 to 

December 31, 2020, the purchase of new energy 

vehicles wil l  be exempted from the vehicle 

purchase tax. Second, the new energy vehicles 

that are exempted from the vehicle purchase 

tax will be administered through the release 

of the Catalogue of the Models of New Energy 

Vehicles Exempted from the Vehicle Purchase 

Tax .  Third ,  the  enterpr ise  shal l  submit  the 

application for the inclusion of its products into 

the Catalogue to the Ministry of Industry and 

Information Technology and be responsible for 

the authenticity of its application materials and 

the product quality. Fourth, the enterprise whose 

new energy vehicles are listed in the Catalogue 

shall answer "yes" to the question of "whether 

the product is included in the Catalogue of the 

Models of New Energy Vehicles Exempted from 

the Vehicle Purchase Tax" when uploading its 

certificate of motor vehicle quality.

11 .  MOF pub l ished  a  c i rcu la r 
on issues related to the budget 

and mechanism. Strengthen the development of 

management system. Continue to sort through, 

revise and improve the agricultural-related fund 

management system so that each agricultural-

related fund can be governed by a specific fund 

management approach.

9. MOF published a circular on the 
deduction of input VAT for renting 
fixed assets

On December 25, MOF published a circular on 

the deduction of input VAT for renting fixed 

assets,  which provided the following. First , 

starting from January 1, 2018, if taxpayers rent 

fixed assets and real property for purposes that 

are eligible for not only general tax calculation 

method but also simple tax calculation method, 

VAT exemption, collective benefits or personal 

consumption, full deduction of the input tax from 

the output tax will be allowed. Second, starting 

from January 1, 2018, the taxpayer’s incomes 

from the sold but not yet consumed transport 

tickets shall pay VAT under the category of 

"transport services". Third, starting from January 

1, 2018, for the air transport agencies that offer 

overseas air ticket services, their sales revenues 

are calculated as the balance after deducting the 

costs paid to other agencies or individuals from 

the sales price.
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execution and management of the 
central budget units in 2018

On December 28, MOF published a circular 

on  i s sues  r e l a t ed  to  t he  budge t  execu t ion 

and management of the central budget units 

i n  2 0 1 8 ,  w h i c h  p r o v i d e d  t h e  f o l l o w i n g . 

F i r s t ,  budge t  un i t s  shou ld  make  spend ing 

plans strictly in line with their budget,  step 

up  p l ann ing  e f fo r t s  i n  advance  o f  budge t 

execution, and make their spending plan more 

accurate  and precise .  Second,  when budget 

units use funds, they are allowed to select fund 

payment method on their own according to the 

standard payment methods stipulated by MOF. 

Third, the secondary schools and elementary 

schools affiliated to central-level universities 

which use government funds should open zero-

balance  accounts  and  be  inc luded  in to  the 

cent ra l ized  t reasury  payment  management . 

F o u r t h ,  s t a r t i n g  f r o m  2 0 1 8 ,  t h e  c e n t r a l 

government departments will not be allowed 

to apply for the adjustment of surplus funds 

at the reporting period in the beginning of the 

year, if there is indeed the need to adjust the 

surplus funds of centralized treasury payment, 

the departments  shal l  make the appl icat ion 

by issuing separate departmental documents 

during i ts  annual budget execution process, 

in accordance with the relevant provisions of 

budget management.

12. MOF published a circular on the 
temporary waiver of withholding 
income tax for the overseas investors 
who make direct investment with 
their distributed profits

On December 28, MOF published a circular on the 

temporary waiver of withholding income tax for 

the overseas investors who make direct investment 

with their distributed profits, which provided the 

following. First, the overseas investor who makes 

direct investment with the profits distributed from 

the China-resident enterprises into the projects 

encouraged by the government will be eligible for 

the deferred payment of taxes and be temporarily 

waived from the withholding income tax, provided 

that it meets the criteria as required. Second, if 

the overseas investor that could have enjoyed 

the temporary waiver of withholding income tax 

according to the provisions of this circular but 

did not actually enjoy it, it may, within three 

years from the date of the actual payment of 

the relevant tax, apply for the refund of the 

already paid tax. Third, if the overseas investor 

withdraws the direct investment which entitles 

i t  to  the  t emporary  waiver  o f  wi thhold ing 

income tax through equity transfer, repurchase 

and liquidation, it shall, within 7 days after the 

receipt the relevant payment, declare and pay the 

deferred taxes to the tax authorities according to 

the prescribed procedures.
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Ⅱ.  Facts & Figures

1. China’s innovation index for 2016 
was 181.2

The data released by the National Bureau of 

Statistics (NBS) on December 7 showed that China’s 

innovation index for 2016 was 181.2, an increase of 

5.7% over the last year. Among them, the innovation 

environment index was 172.0, up by 8.1 points; the 

innovation input index was 172.2, up by 8.0 points; 

the innovation output index was 223.3, up by 15 

points; and the innovation effectiveness index was 

157.3, up by 7.8 points.

2. China’s CPI rose by 1.7% year on 
year in November

The  da ta  re leased  by  NBS on  December  9 

showed that China’s CPI rose by 1.7% year 

on year in November, or staying flat month on 

month, among which, CPI rose by 1.8% year 

on year in urban areas, or staying flat month 

on month, and rose by 1.5% year on year in 

rural areas, or staying flat month on month. 

CPI fell down by 1.1% year on year for food 

and down by 0.5% month on month; went up 

by 2.5% year on year for non-food, or up by 

0.1% month on month; increased by 0.9% year 

on year for consumer goods,  or up by 0.1% 

month on month; increased by 3.1% year on 

year for services, or down by 0.1% month on 

month.

3. China’s PPI in November rose by 
5.8% year on year

The  da ta  re leased  by  NBS on  December  9 

showed that China’s PPI in November rose by 

5.8% year on year, or up by 0.5% month on 

month. The price of the means of production 

jumped by 7.5% year on year, or up by 0.6% 

month on month; specifically, the figure surged 

by 10.8% year on year in the extractive industry, 

or up by 1.7% month on month; rose by 9.7% 

year on year in the raw material industry, or 

up by 1.0% month on month; went up by 6.3% 

year on year in the processing industry, or up by 

0.3% month on month. The price of the means 

of consumption rose by 0.6% year on year, or up 

by 0.1% month on month; specifically, the figure 

rose by 0.4% year on year for food, or staying 

flat month on month; increased by 0.7% year on 

year for apparel, or up by 0.1% month on month; 

rose by 1.7% year on year for daily necessities, 

or up by 0.2% month on month; and stayed flat 

for durable consumer goods, or down by 0.1% 

month on month.
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4. Revenue under China’s general 
public budget fell by 1.4% year on 
year in November

The data released by MOF on December 11 

showed that revenue under China’s general public 

budget was 1.1385 trillion RMB in November, 

down by 1.4% year on year, among which, revenue 

at the central government level was 575 billion 

RMB, up by 1.1%; revenue at the local government 

level was 563.5 billion RMB, down by 3.8%. 

Expenditure under China’s general public budget 

was 1.6566 trillion RMB in November, down by 

9.1% year on year, among which, expenditure at 

the central government level was 248.9 billion 

RMB, up by 8.7% year on year; expenditure at the 

local government level was 1.4077 trillion RMB, 

down by 11.6% year on year.

5. The value-added of industrial 
enterprises above designated size 
went up by 6.1% year on year in 
November

The data published by NBS on December 14 

showed that the value-added of industrial enterprises 

above designated size went up by 6.1% year on year 

in November, or up by 0.48% month on month. 

Specifically, there was a decrease of 1.7% year on 

year in the mining sector, an increase of 6.8% in 

the manufacturing sector, and an upsurge of 4.5% 

in the electricity, thermal, gas and water sector. By 

enterprises of different ownership, there was an 

increase of 6.3% year on year in state-controlled 

enterprises, a decrease of 0.7% in collectively 

owned enterprises, an increase of 6.2% in joint-

stock enterprises, and an upsurge of 6.8% in foreign 

and Hong Kong, Macau and Taiwan invested ones. 

By regions, there was an increase of 6.1% in the 

eastern region, 7.8% in the central region, 9.0% in 

the western region and 4.4% in the northeastern 

region.

6. China’s fixed asset investment 
( exc lud ing  r u r a l  househo lds ) 
increased by 7.2% from January to 
November

The data published by NBS on December 14 

showed that  China’s f ixed asset  investment 

(excluding rural households) reached 57.5057 

trillion RMB in the first 11 months of 2017, up by 

7.2% year on year and 0.53% month on month. By 

industries, the primary industry investment was 

1.8979 trillion RMB, up by 11.4% year on year; 

the secondary industry investment was 21.4618 

trillion RMB, up by 2.6% year on year; and the 

tertiary industry investment was 34.146 trillion 

RMB, up by 10.1% year on year. By regions, the 

eastern region’s investment was 24.2166 trillion 

RMB, up by 8.1% year on year; the central region’s 

investment was 14.6758 trillion RMB, up by 6.9% 
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year on year; the western region’s investment was 

15.3647 trillion RMB, up by 9.3% year on year; 

and the northeastern region’s investment was 

2.8473 trillion RMB, up by 0.1% year on year. By 

types of registered enterprises, the investment of 

domestic firms was 55.0399 trillion RMB, up by 

7.8% year on year; the investment of Hong Kong, 

Macau and Taiwan firms was 1.2316 trillion RMB, 

down by 2.9% year on year; and the investment of 

foreign firms was 1.0317 trillion RMB, down by 

5.3% year on year.

7.  China ’s  pr ivate  f ixed asset 
investment increased by 5.7% year 
on year in nominal terms from 
January to November

The data published by NBS on December 14 

showed that China’s private fixed asset investment 

reached 34.8143 trillion RMB, up by 5.7% year 

on year in nominal terms in the first 11 months of 

2017. By regions, the private fixed asset investment 

was 16.0478 trillion RMB in the eastern region, 

up by 8.2% year on year; 9.9593 trillion RMB 

in the central region, up by 7.1% year on year; 

6.807 trillion RMB in the western region, up by 

4.3% year on year; and 2.0003 trillion RMB in the 

northeastern region, up by 0.3% year on year. By 

industries, the private fixed asset investment in 

the primary industry was 1.5412 trillion RMB, up 

by 14% year on year; 17.0079 trillion RMB in the 

secondary industry, up by 3.2% year on year; and 

16.2652 trillion RMB in the tertiary industry, up by 

7.6% year on year.

8. China’s real estate development 
investment increased by 7.5% year 
on year in nominal terms from 
January to November

The data published by NBS on December 14 showed 

that China’s real estate development investment 

reached 10.0387 trillion RMB, or increased by 7.5% 

year on year in nominal terms, in the first 11 months 

of 2017. By regions, the real estate development 

investment was 5.288 trillion RMB in the eastern 

region, up by 7.4% year on year; 2.161 trillion RMB 

in the central region, up by 12.4% year on year; 2.1997 

trillion RMB in the western region, up by 4.3% year 

on year; and 390 billion RMB in the northeastern 

region, up by 1.4% year on year.

9. China’s retail sales of consumer 
goods in November went up by 
10.2% year on year in nominal terms

The data published by NBS on December 14 showed 

that retail sales of consumer goods in November 

totaled 3.4108 trillion RMB, up by 10.2% year on 

year in nominal terms. In breakdown, the retail sales 

of urban areas totaled 2.9407 trillion RMB, up by 



10 

CHINA FINANCE MONTHLY December 2017

9.9% year on year; and the retail sales of rural areas 

amounted to 470.1 billion RMB, up by 11.7%. In 

addition, catering revenues amounted to 367.5 billion 

RMB, up by 10.0% year on year; and retail sales of 

goods reached 3.0433 trillion RMB, up by 10.2% 

year on year.

10. The utilized foreign capital in 
China from January to November 
increased by 9.8% year on year

The data released by MOF on December 15 showed 

that the utilized foreign capital in China from January 

to November amounted to 803.62 billion RMB, up 

by 9.8% year on year. In breakdown, the amount of 

utilized foreign capital in the manufacturing sector 

was 207.76 billion RMB, an increase of 0.2% year on 

year; and the amount of utilized foreign capital in the 

service sector was 582.75 billion RMB, an increase 

of 13.5% year on year.

11. A total of 315.8 billion RMB of 
government bonds were issued in 
November

The data released by People’s Bank of China (PBoC) 

on December 18 showed that 4 trillion RMB of bonds 

were issued on China’s bond market in November, 

among which, 315.8 billion RMB were government 

bonds, 454.1 billion RMB were local government 

bonds, 417.3 billion RMB were financial bonds, 

540.2 billion RMB were corporate bonds, 94.4 

billion RMB were asset-backed securities, and 1.8 

trillion RMB were interbank certificates of deposit. 

In November, the transaction of the interbank bond 

market amounted to 10.6 trillion RMB, with a 

daily transaction of 483.1 billion RMB, down by 

13.5% year on year, and up by 0.49% month on 

month. The transaction of the exchange-traded bond 

market amounted to 605.8 billion RMB, with a daily 

transaction of 27.5 billion RMB, up by 8.27% year on 

year, and up by 9.13% month on month.

12. The total imports and exports of 
trade in services from January to 
October in China increased by 9.9% 
year on year

The data released by the Ministry of Commerce 

on December 20 showed that the total imports and 

exports of trade in services from January to October 

in China amounted to 3.86917 trillion RMB, up by 

9.9% year on year. Among them, the exports were 

1.24268 trillion RMB, up by 10.9% year on year; and 

the imports were 2.62649 trillion RMB, up by 9.4% 

year on year.

13. The operating incomes of SOEs 
rose by 14.5% year on year from 
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January to November

The data published by MOF on December 22 

showed that the operating incomes of SOEs totaled 

46.73976 trillion RMB from January to November, 

up by 14.5% year on year, among which, the figure 

for central SOEs was 27.81644 trillion RMB, up by 

13.2% year on year, and the figure for local SOEs was 

18.92332 trillion RMB, up by 16.5% year on year. 

The operating costs of SOEs totaled 45.22782 trillion 

RMB, up by 13.7% year on year, among which, the 

figure for central SOEs was 26.69224 trillion RMB, 

up by 12.7% year on year, and the figure for local 

SOEs was 18.53558 trillion RMB, up by 15.1% year 

on year. The profits of SOEs totaled 2.60081 trillion 

RMB, up by 23.5% year on year, among which, the 

figure for central SOEs was 1.66886 trillion RMB, up 

by 17.7% year on year, and the figure for local SOEs 

was 931.95 billion RMB, up by 35.5% year on year. 

The payable taxes of SOEs totaled 3.74593 trillion 

RMB, up by 10.3% year on year, among which, the 

figure for central SOEs was 2.75559 trillion RMB, 

up by 5.7% year on year, and the figure for local 

SOEs was 990.34 billion RMB, up by 25.4% year 

on year.

14. China’s lottery sales increased 
by 11.8% year on year in November

The data released by MOF on December 22 showed 

that nationwide lottery sales in November were 

38.555 billion RMB, up by 11.8% year on year, 

among which, welfare lottery sales were 19.402 

billion RMB, up by 8.6% year on year; and sports 

lottery sales were 19.152 billion RMB, up by 15.2% 

year on year. By type, the lotto lottery sales were 

23.585 billion RMB, up by 8.7% year on year; the 

toto lottery sales were 9.054 billion RMB, up by 

31.2% year on year; the instant lottery sales were 

1.947 billion RMB, down by 8.5% year on year; the 

video lottery sales were 3.957 billion RMB, up by 

5.9% year on year; and the keno lottery sales were 12 

million RMB, down by 33.7% year on year.

15 .  The  to ta l  p ro f i ts  o f  major 
industrial enterprises in China rose 
by 21.9% year on year from January 
to November

The data published by NBS on December 27 showed 

that from January to November, the profits of major 

industrial enterprises in China totaled 6.87501 

trillion RMB, up by 21.9% year on year. By types 

of ownership, the figure stood at 1.57574 trillion 

RMB for state-controlled ones, up by 46.2% year on 

year; 36.8 billion RMB for collectively-owned ones, 

down by 8.2%; 4.80195 trillion RMB for joint-stock 

ones, up by 23.9%; 1.68429 trillion RMB for foreign 

and Hong Kong, Macau and Taiwan invested ones, 

up by 17.5%; and 2.19436 trillion RMB for private 

ones, up by 12.7%. By sectors, the figure stood at 

443.4 billion RMB for the mining sector, up by 2.9 
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times year on year; 6.04161 trillion RMB for the 

manufacturing sector, up by 18.9%; 390 billion RMB 

for the electricity, heating, gas and water production 

and supply sector, down by 12.8%.

Ⅲ .MOF Events

1. On December 1, Vice Finance Minister Shi Yaobin 

attended the 5th High-level Economic and Financial 

Dialogue between China and France held in Beijing.

2. From December 5 to 8, Assistant Finance Minister 

Xu Hongcai attended the opening session of the 

training program for board directors and senior 

executives assigned by MOF to financial institutions.

3. On December 7, Assistant Finance Minister Xu 

Hongcai met with Japanese Deputy Finance Minister 

Tanaka.

4. From December 11 to 12, Vice Finance Minister 

Shi Yaobin attended the ASEAN+3 Finance and 

Central Bank Deputies Meeting held in Asahikawa, 

Japan.

5. On December 16, Vice Finance Minister Shi 

Yaobin attended the 9th China-UK Economic and 

Financial Dialogue held in Beijing.

6. On December 16, Finance Minister Xiao Jie met 

with Kim Dong-Yeon, the Deputy Prime Minister 

and Finance Minister of the Republic of Korea.

7. On December 19, Vice Finance Minister Liu Wei 

attended the 5th General Assembly of the China 

National Debt Association.

8. On December 22, the MOF team on targeted 

poverty reduction led by Vice Finance Minister 

Zhao Huiling went to Yongsheng County of Yunnan 

Province and Pingjiang County of Hunan Province 

for field investigation.

9. On December 23, Finance Minister Xiao Jie 

attended the 2nd Plenary Session of the 31st Meeting 

of the 12th NPC Standing Committee and made a 

report on the allocation and use of government funds 

for education.

10. On December 27 to 28, Finance Minister Xiao Jie 

presided over and gave a report at the National Fiscal 

Work Conference held in Beijing.

Ⅳ.Local Finance

1. Xuchang City of Henan Province 
h a s  v i g o r o u s l y  p r o m o t e d  t h e 
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development of service-oriented 
township finance bureaus

According to the news released by the Finance 

Department of Henan Province on December 

6, Xuchang City of Henan has promoted the 

development of service-oriented township finance 

bureaus. First, organize the mobilization meeting for 

the promotion of service-oriented township finance 

bureaus in Xuchang and put the work high on the 

agenda. Second, formulate the Guidelines on the 

Promotion of Service-oriented Township Finance 

Bureaus, clearly define the objectives and tasks, and 

make plan on the content of the work. Third, establish 

a leading group for the promotion of service-oriented 

finance bureaus which will be responsible for the 

organization, guidance, coordination, supervision and 

assessment of the work. Fourth, develop a model for 

across-the-board advancement of the work, formulate 

practical promotion plan, and actively cultivate and 

identify excellent examples of performance. Fifth, 

establish supervision and inspection mechanism 

at all levels of financial authorities in Xuchang to 

increase follow-up efforts. Sixth, set up a system 

for performance evaluation, and implement tiered 

grading and dynamic management.

2. Chenzhou City of Hunan Province 
has taken five measures to strengthen 
budget management

According to the news released by the Finance 

Department of Hunan Province on December 8, 

the Finance Bureau of Chenzhou City, Hunan 

has taken five measures to strengthen budget 

management and further improve the effectiveness 

of the use of financial resources. First, improve 

the spending standard system, scientifically set 

relevant standards, and reasonably arrange for the 

departmental budget for project spending on the 

basis of the results of annual project implementation, 

the scale of balance and carryover and the results 

of performance evaluation. Second, except for 

the emergency response to natural disasters and 

other special matters as required by municipal 

party committee and government, all government 

departments shall not issue supporting documents to 

increase spending or apply for additional funding. 

Third, if government departments need to increase 

their general expenditure due to the newly added 

tasks, they shall fund the expenditure through the 

public funds and special operating expenses in their 

budget made at the beginning of the year, rather than 

seeking any additional funds from the municipal 

finance authorities. Fourth, strictly implement the 

"three public expenses" budget, prohibit any such 

expenses that exceed the budget or are off budget. 

Fifth, establish a dynamic monitoring mechanism 

for the entire process of budget execution, and 

strengthen the supervision, inspection and guidance 

on the expenditure budget management of various 

government departments and units.
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3. Finance Department of Qinghai 
Province took various steps to support 
the development of the non-public 
sector economy

According to the news released by the Finance 

Department of Qinghai Province on December 11, 

it has actively developed innovative approaches to 

financial investment, continuously optimized the 

industrial structure, changed the mode of economic 

development,  and promoted the healthy and 

sustainable economic development of the province. 

First, implement policies and measures to encourage 

micro, small and medium-sized enterprises to foster 

their specialty. Deploy a mix of fiscal, tax and 

financial policies to support the non-public sector 

economy to accelerate the pace of innovation and 

enhance the capability of specialized production, 

service delivery and coordination, with a focus 

on advantageous, key and emerging industries in 

Qinghai. Second, continue to increase investment 

and accelerate the development of enterprises. 

Third, develop innovative approaches to investment 

and accelerate the development of advantageous 

enterprises. Actively change mindsets, take the 

initiative to explore ways of providing financial 

support for enterprises, establish the Qinghai SME 

Venture Capital Fund and other funds for supporting 

local enterprise development, and support the 

development of non-public sector economy through 

phased equity investment. Fourth, implement 

structural tax cut to support the healthy development 

of enterprises.  Combine the macroeconomic 

regulation with tax reform, specifically, implement 

the merger of the dual corporate income tax, enforce 

the business tax to VAT reform, reduce the stamp 

duty on stock market transactions, raise the personal 

income tax threshold and improve the tax rate design, 

and increase the threshold of VAT and business tax.

4. Zhejiang Province actively implem-
ented agricultural machinery purchase 
subsidy pol icy to promote the 
"replacement of people with machines" 
in the agricultural sector

According to the news released by the Finance 

Department of Zhejiang Province on December 

12, it has fully considered the needs of agricultural 

industry and the actual development of agricultural 

mechanization in Zhejiang, vigorously promoted 

reform and innovation, solidly carried out performance 

management, enhanced the level of service delivery 

for agriculture, and implemented agricultural 

machinery purchase subsidy policy as an important 

guarantee for promoting the "replacement of people 

with machines" in Zhejiang’s agricultural sector. 

First, continue to increase financial input and 

gradually guide the mechanization of agricultural 

production. The continuous implementation of 

subsidies for purchase of agricultural machinery 

has effectively reduced the barriers for farmers to 

purchase agricultural machinery, especially large 
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and medium-sized machinery, effectively improved 

agricultural operation conditions, and promoted 

the popularization and application of advanced and 

applicable agricultural facilities and equipment in 

Zhejiang. Second, give prominence to the guidance 

of financial support and gradually optimize the 

structure of agricultural machinery and equipment. 

Better direct financial support to agriculture, 

implement pilot projects of subsidizing new products 

of agricultural machinery, and actively support the 

retirement of old agricultural machinery. Third, 

increase the effectiveness of capital utilization and 

steadily raise the level of agricultural mechanization. 

With the deepening implementation of subsidies 

for the purchase of farm machinery, the agricultural 

machinery level and operational capabilities in 

Zhejiang have continued to improve, reflecting the 

notable effects of the use of financial resources.

5.  The F inance Department  of 
Shandong Province continued to 
support the air pollution prevention 
and control

According to the news released by the Finance 

Department of Shandong Province on December 18, 

it has constantly improved policies and measures, 

increased investment, and enabled fiscal policies 

and funds to play a guiding role so as to support 

the air pollution prevention and control work in 

Shandong. First, strengthen coordination and support 

key tasks. Support the key air pollution control 

projects, introduce subsidies for replacing coal 

with gas and electricity, encourage the phase-out 

of outdated production capacity in key industries, 

vigorously promote energy conservation and 

emission reduction, support the promotion of energy-

efficient and green buildings and new energy buses, 

promote the development of circular economy 

and related capacity building, and push forward 

energy conservation and emission reduction in 

key areas and reduce source pollution. Second, 

improve policies and enable the policies to play 

a guiding role. Improve the key mechanisms for 

ecological compensation of air, revise the Interim 

Measures for Ecological Compensation of Air 

Quality in Shandong Province, further raise the 

compensation standards, set up special incentive 

programs and continuously strengthen the incentives 

and disincentives. Implement tax policies and 

introduce the standards for collecting environmental 

protection tax to lay a good foundation for replacing 

the sewage charges with environmental protection 

tax in next year. Third, strengthen management and 

improve the effectiveness of fund use. Strengthen the 

consolidation of funds, broaden financing channels, 

and enhance performance management.

6.  The F inance Depar tment  of 
Yunnan Province provided guidance 
on the establishment of modern 
corporate system to promote steady 
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and healthy development of cultural 
enterprises

According to the news released by the Finance 

Department of Yunnan Province on December 21, 

to enhance the vitality of provincial state-owned 

cultural enterprises and strengthen supervision, it 

has stepped up oversight efforts and encouraged the 

cultural enterprises to establish a modern corporate 

system featuring "clearly defined mandates and 

responsibilities, separation of government from 

enterprise, and science-based management". It has 

actively explored innovative approaches and used 

the distribution coefficient of performance-based 

annual salary to make a second-time adjustment of 

the salary discrepancies between different executives 

in the same enterprise, so as to prevent the income 

gap from becoming too large. It has promoted the 

reform of "streamlining administration, delegating 

power, improving regulation and enhancing services", 

established a list of the regulatory responsibilities 

of the capital contributors in provincial state-

owned cultural enterprises, accurately defined the 

responsibilities of capital contributors according 

to laws, scientifically delineated the regulatory 

boundaries of capital contributors of state-owned 

assets, and achieved the shift from "managing 

enterprises" to "serving enterprises". It optimized 

services by strengthening the ex-ante, in-process 

and ex-post supervision, conducted supervision in 

accordance with laws, streamlined administration and 

delegated power, and avoided underuse and overuse 

of authority. It regulated the transaction of state-

owned assets of provincial cultural enterprises to 

prevent rigging, embezzlement, corruption and loss 

of state-owned assets.

7. Finance Department of Hebei Provin-
ce took comprehensive measures to 
improve the management of bank 
accounts by budget units

According to the news released by the Finance 

Department of Hebei Province on December 25, 

it has put into real efforts and used innovative 

approaches, and developed a mix of measures to 

improve the management of bank accounts such as 

comprehensively sorting through the accounts and 

making research and development of the account 

management system. First, comprehensively sort 

through the accounts and shift from "ordinary 

inspection" to "complete remediation". Sort through 

the bank accounts of provincial-level budget 

units on the basis of "four breakthroughs and four 

coverage". Seek breakthroughs in the scope of 

clean-up and realize the "full coverage" of budget 

units; seek breakthroughs in the clean-up business 

and achieve full coverage of the account policies; 

seek breakthroughs in the efforts of clean-up and 

realize the full coverage of account clean-up; and 

seek breakthroughs in the application of the results 

of clean-up and achieve full coverage of account 

monitoring. Second, create platforms to achieve the 
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shift from "window operation" to "online operation". 

Break the routines, develop innovative measures, 

research and develop the bank account management 

system for provincial-level budget units, and achieve 

the shift from "window operation" to "online 

operation" for account approval and account annual 

inspection. Realize the procedure-based, electronic 

and dynamic management of the bank accounts of 

provincial-level budget units. Third, promote the 

city-county interconnectivity and roll out the practice 

across the board.

8. Finance Bureau of Sanming City, 
Fujian Province doubled efforts to 
promote reform and development

According to the news released by the Finance 

Bureau of Sanming City, Fujian Province on 

December 26, it has done a solid job in all aspects 

of fiscal work for a new era to provide more robust 

fiscal support for the development of Sanming. 

First, double efforts to mobilize financial resources. 

Broaden the channels of financial resources, give 

play to the guiding role of fiscal and tax policies, 

promote the planning of industrial development and 

the implementation of projects, encourage enterprises 

and industries to become bigger and stronger. Fully 

consolidate and utilize all kinds of state-owned assets 

and maximize the effectiveness of capital. Second, 

enhance alignment with higher-level government 

policies. Intensify policy research, closely follow 

the progress of the central-level tax reform, and 

ensure the smooth progress of the reform and the 

sustainable growth of the local tax sources. Improve 

research on the trend of fiscal system reform. Third, 

further improve service provision. Make efforts to 

ensure the implementation of major projects such 

as transportation, environmental protection, water, 

energy and etc. Fourth, continue to enhance people’s 

livelihood. Continue to enlarge the pie of people’s 

benefits through economic development and employ 

most of the increased financial resources on people. 

Fifth, further advance institutional building. Make 

budget more comprehensive, procedure-based 

and transparent, and enhance the effectiveness of 

allocating fiscal resources. Sixth, further enhance the 

strict governance of the Party.

Ⅴ.Remarks and Opinions

1 .  X i a o  J i e :  a c c e l e r a t e  t h e 
establishment of a modern fiscal 
system

In his recently published article, Finance Minister 

Xiao Jie said that we must conscientiously study, 

propagate and implement the spirit of the 19th CPC 

National Congress and speed up the establishment 

of a modern fiscal system. The report delivered at 

the 19th Party Congress by Comrade Xi Jinping 
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emphasized the need to accelerate the establishment 

of a modern fiscal system from an overall and 

strategic viewpoint and identified the targets and 

major tasks for deepening the reform of the fiscal 

and tax system. We must adhere to the Xi Jinping 

thought on socialism with Chinese characteristics for 

a new era as a guide, continuously enhance the "four 

awareness", strengthen the "four self-confidence", 

further improve the fiscal system, the budget system 

and the taxation system, and strive for the great 

success of socialism with Chinese characteristics for 

a new era.

First, we must speed up the establishment of a 

modern fiscal system. Since the 18th CPC National 

Congress, under the strong leadership of the Party 

Central Committee with Comrade Xi Jinping as the 

core, the development of the modern fiscal system 

has made important achievements. In the face of 

the new requirements of the new era, we must 

speed up the pace of reforms, improve institutional 

mechanisms, and give better play to the role of 

public finance as the foundation and important pillar 

for state governance. The endeavor of speeding up 

the establishment of a modern fiscal system is a 

requirement set out in the Party Central Committee’s 

significant plan for deepening the reform of fiscal 

and tax system. Over the past five years, the reform 

in the fiscal and tax areas has further deepened and 

made multiple breakthroughs. The main framework 

of the modern budget system was basically put in 

place. The new budget law was promulgated. A series 

of major reform initiatives have been intensively 

launched and implemented for advancing budget 

disclosure, implementing medium-term fiscal 

planning and management, improving the transfer 

payment system and strengthening local government 

debt management. Significant progress has been 

made in the reform of tax system. VAT covered all 

goods and services, while the 66 year-old business 

tax has become a thing of the past. Resource tax was 

levied on ad valorem basis across the board. The 

Environmental Protection Tax Law was introduced. 

The real estate tax legislation, personal income tax 

reform, and the local tax system reform are steadily 

moving forward. The fiscal system has been further 

improved. The Guidelines on the reform of the fiscal 

mandates and spending responsibilities between 

central and local governments was introduced, and 

the reform was actively promoted in some priority 

areas. The transition plan for adjusting the sharing of 

VAT income between central and local governments 

after the rollout of the "business tax to VAT" reform 

was unveiled and implemented. Faced with a new 

and higher starting point, we will further implement 

the major decisions made by the Party Central 

Committee for deepening the reform of the fiscal 

and tax system, firmly adhere to the blueprint on 

reform, consolidate and expand the achievements 

already made in the reform, and continue to make 

persistent efforts. Speeding up the establishment of 

a modern fiscal system is essential for perfecting and 

developing the socialism with Chinese characteristics 

and for promoting the modernization of China’s 

system and capacity for governance. The report of 
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the 19th Party Congress gave a profound insight 

into the changes of the circumstances facing the 

CPC, China and the world, and made the significant 

political judgment that "the socialism with Chinese 

characteristics has entered a new era". To adapt to 

a rapidly changing era and secure the victory in the 

great cause, we must further perfect and develop 

the socialism with Chinese characteristics so as to 

provide a set of more complete, more stable and 

more effective institutional arrangements for the 

development of the Party and China, the happiness 

and well-being of the people, the harmony and 

stability of the society, and the long-term peace and 

stability of the country. The fiscal system embodies 

the relations between the government and the 

market, the government and the society, the central 

government and local governments, and involves all 

aspects of economic, political, cultural, social and 

ecological spheres, thus is an integral part of the state 

governance system. Speeding up the establishment 

of a modern fiscal system meets the objective need 

to give better play to the role of public finance as the 

foundation and important pillar for state governance, 

and will help accelerate the process of modernizing 

China’s system and capacity for governance. Speeding 

up the establishment of a modern fiscal system is an 

important guarantee for securing a decisive victory in 

building a moderately prosperous society in all respects 

and realizing the Chinese Dream. The report of the 

19th Party Congress made it clear that the principal 

contradiction facing Chinese society in the new era is 

that between unbalanced and inadequate development 

and the people’s ever-growing needs for a better 

life, and drew up the strategic plan on achieving the 

first centenary goal and embarking on a new journey 

towards the second centenary goal. We will adapt to 

the changes of the principal contradiction facing the 

Chinese society, implement the strategic plan for the 

development of socialism with Chinese characteristics 

for a new era, support the efforts to forestall and 

defuse major risks, eliminate poverty in a targeted 

way, and prevent and control pollution, deepen 

the supply-side structural reforms, speed up the 

establishment of a sustainable modern fiscal system 

conducive to the transformation of the economic 

development model, market integrity and social 

fairness and justice, give full play to the functions 

of such fiscal system in optimizing the allocation 

of resources, providing public services, improving 

income distribution, protecting the ecological 

environment and safeguarding national security, with 

a view to promoting higher quality, more efficient, 

fairer and more sustainable development and better 

advancing the all-round development of people and 

all-round social progress.

Second, establish a fiscal relationship between the 

central and local governments built upon clearly 

defined powers and responsibilities, appropriate 

financial resource allocation, and greater balance 

between regions. The science-based and well-

regulated fiscal relationship between the central and 

local governments must have a clear division of fiscal 

mandates and spending responsibilities, a reasonable 

allocation of fiscal resources and a clear set of goals, 
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which would be critical for the balanced development 

between regions and the long-term peace and stability 

of the country. At present and in the coming period, 

for the development of the fiscal relationship between 

the central and local governments, the clear definition 

of powers and responsibilities is the precondition, 

the appropriate financial resource allocation is the 

guarantee, and the greater balance between regions 

is the direction. It is necessary to scientifically define 

the fiscal mandates and spending responsibilities 

at all levels of government and have a reasonable 

allocation of financial resources between the central 

government and local governments. On the basis of 

fully considering the factors related to the spending 

costs of different regions, we should keep within 

a reasonable range the discrepancies of per capita 

fiscal expenditures among residents and speed up 

the equalization of basic public services. To have 

clearly defined powers and responsibilities, we 

must create a pattern for sharing fiscal mandates 

and spending responsibilities build upon central 

government leadership, appropriate authorization, 

law and procedure-based operation and high 

efficiency. On the basis of properly handling the 

relationship between the government and the market, 

and in accordance with the principle of defining the 

coverage of the beneficiaries of basic public services, 

striking a balance between government functions and 

administrative efficiency, realizing the integration of 

powers, responsibilities and benefits, and encouraging 

the local governments to act on their own initiative, 

we will strengthen the coordination with the reforms 

in related fields, appropriately divide the fiscal 

mandates and spending responsibilities between 

the central and local governments in all fields, and 

set specific rules for such division on a case-by-

case basis once conditions are ripe. We will timely 

review the achievements and experiences of the 

reform, and formulate and amend relevant laws and 

administrative regulations when appropriate. At the 

same time, we will properly define the fiscal mandates 

and spending responsibilities of all levels of sub-

provincial governments, assign the tasks to whatever 

level of government that is best able to handle 

them and let it assume the corresponding spending 

responsibilities, and allow provincial governments to 

strengthen coordination. The appropriate allocation of 

financial resources is to form a reasonable allocation 

of financial resources between the central and local 

governments in order to provide strong backing 

for the fulfillment of fiscal mandates and spending 

responsibilities by governments at all levels. In 

the light of the division of the fiscal mandates 

and spending responsibilities, the tax reform and 

the adjustment of the tax policy, considering the 

specific properties of the type of tax, and on the 

condition of maintaining the overall stability of the 

central and local financial resources, it is necessary 

to scientifically determine the approaches to and 

the proportions of the sharing of tax between the 

central and local governments, appropriately increase 

the types of local taxes, and create a central-local 

income sharing system with Chinese characteristics 

dominated by shared taxes and supplemented by 
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non-shared taxes and featuring appropriate sharing 

of the shared taxes and science-based assignment of 

the non-shared taxes. We will determine the division 

of income among sub-provincial governments, 

according to local conditions and in a reasonable and 

procedure-based manner. At the same time, we will 

continue to optimize the transfer payment system, 

expand the scale of general transfer payments, 

establish and improve a regular assessment and exit 

mechanism for special transfer payments, study and 

build a comprehensive support platform, and enable 

transfer payments to better support major central 

government policy decisions and plans. The greater 

balance between regions means that we should make 

every effort to enhance the capacity of regions with 

fiscal difficulties and steadily enhance the level of 

equalization of basic public services across regions. 

We should start with the basic public services that 

people most care about and are most directly related 

to and most relevant for people, take into account 

the needs and possibilities, and formulate the basic 

standards for the provision of basic public services 

and adjust them when appropriate. In the light of 

the differences of financial resources between the 

eastern, central and western regions and the nature 

of various basic public services, we will properly 

determine how the spending responsibilities for 

funding basic public services would be shared. To 

ensure the basic funding, we will timely adjust the 

methods of disbursing the central government’s 

general transfer payment to local governments, and 

enhance the effects of transfer payment on promoting 

the equalization of basic public services. Provincial 

governments should enhance the sub-provincial 

governments’ capacity for funding basic public 

services by adjusting the income distribution and 

increasing transfer payments.

Third, we will put in place a comprehensive, 

procedure-based, transparent budget system that 

uses well-conceived standards and imposes effective 

constraints, and we will implement performance-

based management nationwide. Complete content, 

rigorous preparation, procedure-based implementation, 

strong supervision, emphasis on performance, and 

openness and transparency are the basic elements of 

the modern budget system. Based on the established 

framework of the budget system, we will make 

the budget more complete, procedure-based and 

transparent, promote the science-based and precise 

preparation of budget, enhance the hard constraints 

in the process of budget execution, and improve the 

efficiency of allocating financial resources. First, 

ensure procedure-based and transparent budgeting 

across the board. We will promote the comprehensive 

management of the government budget to fully reflect 

the government’s total revenues, expenditures, and 

the composition and management of such revenues 

and expenditures. We will strengthen the coordination 

and connection of the government-managed fund 

budget, state-owned capital operating budget and the 

social insurance fund budget with the general public 

budget, strictly control the establishment of projects 

for government-managed fund, increase the transfer 

of funds from the state-owned capital operating 
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budget to the general public budget, and move faster 

towards the unified allocation of budget resources. 

We will implement mid-term fiscal planning and 

management, make the mid-term fiscal planning more 

science-based, and enhance the guidance function 

of the annual budget. We will further improve the 

cross-year budget balance mechanism and strictly 

regulate the use and management of excess revenues. 

We will make budget openness a regular practice, 

continue to expand the content and scope of budget 

openness, improve the way the budget is disclosed, 

strengthen the inspection on the disclosure of budget 

and final accounts, comprehensively enhance budget 

transparency, and strengthen social supervision. 

Second,  ensure science-based standards for 

budgeting. Following the basic rules of government 

budgeting and according to the objectives of 

economic and social development, the requirements 

of the state’s macro-regulation and the needs for 

the development of industries, we will determine 

the basic standards for budgetary arrangements in 

priority areas of spending. We will expand the scope 

of quota management for basic expenses and improve 

a dynamic adjustment mechanism for quotas. We will 

develop a system of project expenditure standards, 

and enable the standards to play a fundamental 

role in the budget preparation. We will increase the 

application of budget appraisal results, review the 

expenditure patterns of different projects, and explore 

the establishment of a standardized management 

model for similar projects. Third, ensure effective 

budget constraints. We will strictly implement 

the budget law and earnestly harden the budget 

constraints. We will see to it that the budgeting goes 

before spending, and the budget approved by the 

People’s Congress is strictly implemented, budget 

adjustment and transfer are strictly contained, and 

the budget units are vigorously held accountable 

in the process of annual budget implementation. 

We will collect fiscal revenues in strict accordance 

with laws and regulations. We will establish a well-

regulated government debt financing mechanism 

with controllable risks, make it clear that local 

governments are accountable for debts at their 

level, and enhance the fiscal sustainability. Local 

governments shall all adopt the method of issuing 

government bonds for well-regulated borrowing 

and strengthen debt budget management and 

quota management. The accountability of local 

governments will be enforced at each level, the 

disciplinary actions will be stepped up, and the 

performance appraisal system will be improved to 

ensure lifelong accountability of officials. Fourth, 

fully implement performance management. With 

a focus on improving the effectiveness of the use 

of financial resources, we will embed concepts and 

methods of performance management deeply into the 

entire process of budget compilation, implementation 

and supervision, emphasize cost-benefit analysis, and 

pay more attention to the results of expenditure and 

the fulfillment of policy objectives. Performance 

management will cover all public financial resources, 

reflect the match between rights and responsibilities, 

and combine decentralization with accountability. 
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We will strengthen the management of performance 

targets, and establish the incentive and disincentive 

mechanism that links the budgetary arrangement 

with the results of performance targets and the 

effects of fund use. We will strengthen the dynamic 

monitoring of the implementation of performance 

targets. We will improve the quality and increase 

the coverage of performance evaluation, enhance 

the quality and level of public services, and improve 

people’s satisfaction.

Fourth, we will deepen the reform of the tax system 

and improve the local tax system. The goal of the 

tax reform is to establish a tax system with unified 

tax laws, fair tax burdens and moderate regulation 

so as to promote science-based development, 

social equity and market integrity. With a focus on 

optimizing the structure of the tax system, we will 

strengthen the overall design and the supporting 

implementation, push forward the reform of the tax 

system for incomes as well as goods and services, 

gradually increase the proportion of direct taxes, 

speed up the improvement of local tax system, raise 

the level of tax legislation, and perfect the legal 

framework for taxation. First, make effort to improve 

the direct tax system. We will establish an individual 

income tax system that combines comprehensive 

taxation with classified taxation, optimize the tax rate 

structure, improve pre-tax deduction, standardize 

and strengthen the tax base, enhance tax collection, 

and give full play to the role of individual income 

tax in adjusting incomes. We will implement the tax 

administration system that combines withholding by 

employers with filing of tax returns by individuals, 

speed up the perfection of supporting measures 

for the collection and administration of individual 

income tax, and establish and improve the personal 

income and property information system. We will 

closely watch the developments of international tax 

reform, carefully evaluate and assess the development 

trend of international tax system, and further improve 

the corporate income tax system. To meet the needs 

of economic globalization and the "Belt and Road" 

development, we will strengthen the international 

tax coordination and enhance the international 

competitiveness of China’s tax system. We will 

advance the legislation and implementation of the 

real estate tax by first starting with the tax legislation 

and obtaining full authorization before pushing the 

tax forward in a step-by-step manner. The real estate 

tax will be levied on industrial and commercial real 

estate as well as personal housing on the basis of the 

appraised value, and the tax burden during the stages 

of construction and transaction will be properly 

reduced, so that a modern real estate tax system will 

be gradually established and improved. Second, 

improve the indirect tax system. In accordance with 

the principle of tax neutrality, we will deepen the 

reform of VAT, further improve the deduction chain, 

optimize the tax rate structure, and improve export tax 

rebate and other policies to build a fairer and simpler 

tax system. In light of the progress of VAT reform, 

we will advance the legislation of VAT and finally 

put in place a procedure-based and modern VAT 

system. Along with the efforts to reform the sharing 
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of income between the central and local governments, 

we will also study and overhaul the collection of 

some consumption tax items and the assignment of 

the tax income. Third, actively and steadily improve 

the reform of the local tax system. We will adjust 

the tax structure, foster local sources of tax incomes, 

strengthen the local governments’ authority over 

taxation, rationalize the tax-fee relationship, and 

gradually establish a stable and sustainable local tax 

system. First, improve the local taxes. The types of 

local taxes will be determined, taking into account 

the low mobility of tax base, high growth of income, 

and the convenience of collection and management. 

On top of the existing local taxes such as the urban 

land use tax, real estate tax, vehicle and vessel tax, 

farmland occupation tax, deed tax, tobacco leaf tax 

and land appreciation tax, the scope of local taxes 

will be further extended. In addition, the pilot reform 

of replacing water resources fees with taxes will be 

gradually expanded, and the urban maintenance and 

construction tax will be reformed and improved. 

Second, expand the local governments’ authority over 

taxation. Under the premise of unified legislation 

and taxation by the central government and in light 

of the characteristics of tax types, we will properly 

increase local governments’ authority over tax 

administration through legislative authorization and 

concentrate the authority over local tax administration 

at the provincial government level. Third, advance 

the reform of government non-tax incomes in a 

coordinated way. We will speed up the legislation 

process for non-tax incomes. We will deepen the 

reform of fees and charges, and continue to push 

forward the replacement of fees with taxes. Under the 

condition of well-regulated management and strict 

supervision, we will properly delegate the authority 

over the administration of some non-tax incomes. 

Fourth, fully implement the principle of law-based 

taxation. In accordance with the requirements of 

the Guidelines on Implementing the Principle of 

Law-based Taxation reviewed and passed by the 

Party Central Committee, we will see to it that the 

introduction of new taxes are rigorously governed by 

laws, subject the taxes that are previously governed 

by the State Council regulations to laws, and repeal 

some tax ordinances. We will strive to complete all 

the legislative procedures by 2019 and finish the task 

of "implementing the principle of law-based taxation" 

by 2020.

2.  X iao  J ie :  cont inue to  make 
education a priority area for public 
funding and make efforts to improve 
the long-term mechanism for the 
steady increase of investment in 
education

According to the report delivered by Finance 

Minister Xiao Jie at the 2nd Plenary Session of the 

31st Meeting of the 12th NPC Standing Committee, 

education will continue to be a priority area for public 

funding. 

First, the investment and use of public funds for 
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education in recent years. Education is an important 

way to enhance the overall quality and promote the 

all-round development of the people. It is an important 

cornerstone for the national revival and social progress, 

and is a decisive undertaking for the great rejuvenation 

of the Chinese nation. The CPC Central Committee, the 

NPC and the State Council have always attached great 

importance to education. Since the 18th CPC National 

Congress, under the strong leadership of the CPC 

Central Committee with Comrade Xi Jinping as the 

core, we have closely followed the new developments 

and changes, clarified the major principles, objectives, 

tasks, policies and measures of education work, and 

amended education-related laws and regulations, in 

order to guide the reform and development of China’s 

education. Investment in education is a basic and 

strategic investment that supports China’s long-term 

development, and is the material foundation for 

education as well as an important function of public 

finance. In accordance with the decisions and 

arrangements made by the CPC Central Committee 

and the State Council as well as the relevant 

requirements of the NPC, the central and local finance 

authorities have put education in a strategic position, 

given priority to its funding, strengthened the 

management of fund utilization, and improved the 

effectiveness of fund utilization. The mechanisms for 

investment in education have been improved. Given 

the new situation faced by education and the 

characteristics of all kinds of education at all stages, 

it is necessary to gradually establish and perfect the 

institutional mechanisms that ensure education cost 

mainly with government input while also through 

multi-channel fundraising. We have set up a unified 

funding mechanism for compulsory education with a 

focus on rural areas, unified the per capita funding 

quota for urban and rural students receiving 

compulsory education, unified the policy of "two 

exemptions and one subsidy" for urban and rural 

students receiving compulsory education, set the 

standard for the sharing of relevant expenses between 

central and local governments, and allowed for the 

transferability of the "two exemptions and one 

subsidy" and the funding quota when students move 

from place to place. We have included preschool 

education as an important public service into the 

scope of public financial support, given equal 

emphasis to public and private schools, and set up a 

mechanism for investment by the government, private 

sector and households. For the funding of ordinary 

senior high schools, government investment is 

playing a principal role and is supplemented by other 

channels of funding. We have established and 

improved the system of per capita funding for 

students of vocational colleges, with a focus on 

reform and performance. We have set up a budget 

allocation system for central universities and colleges 

that are built upon scientific standards, fairness and 

jus t ice ,  c lea r  o r ien ta t ion  and  emphas i s  on 

performance, and improved the funding mechanism 

for postgraduate education. Local governments also 

reformed and perfected the budget appropriation 

system for local universities in light of practical 

needs. We have established and improved a financial 
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aid policy framework covering all stages of education 

ranging from pre-school to post-graduate education, 

covering both public and private schools, and 

covering all the students from poor families. At the 

same time, we have implemented and improved 

fiscal, taxation and other supporting policies, 

encouraged and guided donations to schools from 

private sector, and increased incentives of the private 

sector to invest in education. We have continued to 

increase government investment in education. First, 

national education funding has grown rapidly. From 

2012-2016, the total investment in education 

(including government education funding and non-

government education funding) totaled nearly 17 

trillion RMB, in particular, the investment reached 

3.8888 trillion RMB in 2016, 1.36 times the figure of 

2012 with an average annual increase of 7.9%. 

Second, government funding for education is playing 

a dominant role. In 2016, the national government 

funding for education (mainly includes the funding 

for education financed by the general public budget 

and government-managed fund budget) amounted to 

3.1396 trillion RMB, 1.36 times the figure of 2012 

with an average annual increase of 7.9%, accounting 

for 80.7% of the total investment in education, and 

has stayed above 4% of GDP for 4 consecutive years 

since 2012 (up to 4.22% in 2016). Among them, the 

national education spending financed by the general 

public budget amounted to 2.8073 trillion RMB, 

which is the main channel of government funding for 

education and the biggest expenditure in the general 

public budget, accounting for 15% of the total public 

budget spending. In addition, non-government 

funding for education has become an important 

supplement. In 2016, the national non-government 

funding for education totaled 749.2 billion RMB, 

accounting for 19.3% of the total investment in 

education in China, among them, the incomes from 

operations was 627.7 billion RMB (including 477.1 

billion RMB of tuition fees), accounting for 83.8% of 

the total; the investment from private school operators 

was 20.3 billion RMB, accounting for 2.7% of the 

total; the incomes from donations were 8.1 billion 

RMB, accounting for 1.1%; others were 93.1 billion 

RMB, accounting for 12.4%. We have optimized the 

composition of funding for education. First, more 

than half of the government funding for education 

went to compulsory education. Of the total funding 

for education in 2016, 1.6583 trillion RMB was used 

for compulsory education, accounting for 52.8% of 

the total, reflecting the status of compulsory education 

as the top priority. Second, more than half of the 

government funding for education was used for the 

central and western regions and tilted towards the 

rural area. In terms of the funding in different regions, 

the transfer payment funds for education allocated by 

the central government mainly supported the central 

and western regions as well as the old revolutionary 

base areas, ethnic minority areas, border areas and 

poor areas. In 2016, about 84% of the funds 

transferred from the central government for education 

were used to support the central and western regions. 

Among the local government funding for education, 

the figure was 1.1718 trillion RMB for the eastern 
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region, 881.3 billion RMB for the central region and 

8.329 billion RMB for the western region, and the 

government funding for education in the central and 

western regions accounted for about 60% of the 

national total (excluding the central government level 

funding).In terms of the funding in rural areas, per 

student education spending maintained a rapid 

growth. In 2016, the per-capita expenditure on 

education for students attending ordinary middle 

schools, primary schools and kindergartens in rural 

areas was 14,400 RMB, 10,800 RMB and 6,100 

RMB respectively, up by 50.2%, 51% and 51.1% 

over 2012. Third, more than half of the government 

funding for education was used for teachers’ salaries 

and benefits and students’ financial aid. In 2016, out 

of the total government spending on education, 

teachers’ salaries and benefits and students’ financial 

aid accounted for 61.1%, 10.6 percentage points 

higher than in 2012. We have achieved remarkable 

results in supporting the development of education as 

a priority. Since the 18th CPC National Congress, 

thanks to the government funding for education and 

the supportive tax policies, and with the joint efforts 

of all parties, China’s education has been developing 

in an all-round way, and education in the central and 

western regions and rural areas has been notably 

strengthened. First, the overall level of education has 

entered the upper ranks of the world. In 2016, the 

gross enrollment rate of pre-school education in 

China reached 77.4%, an increase of 12.9% over 

2012. Primary school net enrollment rate reached 

99.9%, and middle school gross enrollment rate 

reached 104%. Nine-year compulsory education 

consolidation rate reached 93.4%, 1.6 percentage 

points higher than in 2012. Gross enrollment rate in 

high school education reached 87.5%, an increase of 

2.5 percentage points over 2012. Gross enrollment in 

higher education reached 42.7%, an increase of 12.7 

percentage points over 2012. The enrollment rates of 

all kinds of education at all levels exceeded those of 

middle and high-income countries, of which the 

compulsory education penetration rate exceeded the 

average of high-income countries. Second, the 

capacity of education in serving the strategic goals of 

the Party and the country has been significantly 

enhanced. Each year, colleges and universities are 

delivering nearly 8 million professionals, and 

vocational schools are delivering nearly 10 million 

skilled technical workers. Universities, in undertaking 

major national scientific research projects, have 

achieved a large number of landmark outcomes that 

are at the forefront of academic research, meet the 

urgent needs of the country, and possess international 

influence. Judging from the overall level of education 

of the general public, the average years of schooling 

of the new members of China labor force are 13.3 

years; 170 million people have received higher 

education, and the proportion of the new members of 

labor force who have received higher education 

exceeded 45%. The level of human resource 

development in China has risen significantly, helping 

boost China’s growth potential and labor quality. 

Third, the fairness and quality of education have been 

significantly improved. Children in rural areas and in 



28 

CHINA FINANCE MONTHLY December 2017

the central and western regions have better access to 

education and more access to quality education. 

Compulsory education has been steadily advancing in 

a balanced way. More than 80% of the migrant 

workers’ children are receiving compulsory education 

in the public schools of the cities which they have 

migrated to. Since 2012, a total of 425 million poor 

students have been granted a total of 698.1 billion 

RMB of financial aid. The quality of education has 

been steadily improving. Chinese students have 

performed well in the Program for International 

Student Assessment conducted by the OECD, China 

has  become a  member  of  the  In terna t ional 

Engineering Consortium for Mutual Recognition of 

Undergraduate  Educat ion,  and a  number of 

universities and disciplines have made significant 

advances in their rankings. The reform of the 

educational system has also deepened in an all-round 

manner and breakthroughs were made in some key 

areas and sectors.

Second, the main measures for strengthening the 

management of government funds for education and 

the main problems that currently exist. In accordance 

with the relevant requirements of the CPC Central 

Committee and the State Council on enhancing 

financial and economic discipline and strengthening 

the management of the use of government funds for 

education, MOF, together with various localities and 

relevant departments including the Ministry of 

Education(MOE), has, in recent years, earnestly 

implemented the laws and regulations such as the 

Budget Law and the Education Law, promoted law-

based, scientific, and democratic management of 

funds, actively taken measures to strengthen the 

management of funds for education, and made efforts 

to make the allocation and use of funds more science-

based, well-regulated and effective. We have 

strengthened the institutional building. First, revise 

the financial accounting system. According to the 

newly revised Financial Rules of Government-

sponsored Institutions and Accounting System of 

Government-sponsored Institutions, MOF and MOE 

revised four financial management and accounting 

rules, including the financial management and 

accounting system for colleges, universities, primary 

schools and secondary schools. On the basis of the 

revised rules, colleges, universities, primary schools 

and secondary schools have developed their internal 

rules of financial management, which lays the 

institutional foundation for further regulating the 

financial accounting behavior of all kinds of schools 

at all levels. Second, develop (revise) the measures 

for administering special funds. To ensure one kind 

of special  fund is  governed by one specific 

management measure, we have issued 26 measures 

for administering the funds of central-level education 

p r o g r a m s ,  s u c h  a s  t h e  M e a s u r e s  f o r  t h e 

Administration of Funds for Improving Basic 

Schooling Conditions of Central-level Universities, 

and developed measures for administering 9 kinds of 

central-to-local special transfer payment funds for 

education, such as the subsidies for improving the 

weak schools in rural areas that provide compulsory 

educat ion,  so as  to  regulate  the al locat ion, 
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disbursement and use of funds. Various localities also 

formulated and perfected the local measures for 

administering special funds for education to better 

manage funds and staff in strict accordance with the 

rules. Third, establish an internal control system. We 

have urged all kinds of schools at all levels to set up 

an internal control system as required and bring 

forward the oversight of economic activities so as to 

strengthen the internal control over the key links such 

as fund allocation and accountability and plug the 

loopholes by perfecting the institutional arrangement. 

We have strengthened budget management. First, 

strengthen the management of budget preparation. 

According to the Guidelines of the State Council on 

Implementing Medium-term Fiscal Planning and 

Management (Guo Fa [2015] No.3) and other 

requirements, MOF, together with the MOE and other 

relevant departments, has formulated the three-year 

rolling expenditure plan for education since 2016, 

strengthened the constraints of mid-term fiscal 

planning on annual budget, and made budgeting more 

forward-looking and sustainable. To further improve 

the annual budgeting, central government departments 

have ensured that most of the budget for education 

would be disbursed at the beginning of the year. The 

central finance authority would disburse in advance 

the estimated amount of transfer payment for the next 

year, against the benchmark of over 70% of the 

implemented amount of the current year budget, so as 

to speed up the implementation of the transfer 

payment budget and enhance the integrity of local 

budget preparation. In accordance with the relevant 

requirements, all localities have also improved the 

budgeting of education expenditure.  Second, 

strengthen the management of budget implemen-

tation. We have hardened budget constraints, and 

s t rengthened the  assessment  of  the  budget 

implementation progress. The central government’s 

educational budget implementation rate remained 

above 98%. All localities have also paid close 

attention to the implementation of the budget and 

s p e e d e d  u p  t h e  p r o g r e s s  o f  t h e  b u d g e t 

implementation. For example, Zhejiang Province has 

made periodic notification, on a quarterly basis, of the 

budget implementation progress of provincial-level 

colleges and universities, and achieved remarkable 

results. We have regulated the allocation of funds. 

The central government expenditures on education 

financed by the general public budget include the 

expenditures at the central level and the transfer 

payment to local governments. Expenditures at the 

central level mainly went to the central level 

institutions of higher education, and the transfer 

payments to local governments were mainly used to 

support local educational reform and development. In 

terms of expenditures at the central level, in 

accordance with the requirements of streamlining 

administration and delegating power as well as 

regulating budget management, the budget appropri-

ation system of the central-level universities and 

colleges was reformed in 2016 to optimize the basic 

expenditure system and improve the per-student and 

fixed-sum fund appropriation system. The project 

expenditure system was reconstructed, as 13 projects 
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were consolidated into 6, and the ways of fund 

allocation and management were improved to allow 

for the allocation according to the factors, standards 

and policies. In respect of the central-to-local transfer 

payment for education, in accordance with the 

requirements of perfecting the transfer payment 

system, 23 special transfer payment items that existed 

in 2013 were sorted through, consolidated and 

merged into 9 items, and MOF, in conjunction with 

MOE and other relevant departments, would allocate 

the funds to be used by localities on their own by 

following the proportion, factor, quota and other 

methods. In light of the central government’s practice 

and consistent with local conditions, local govern-

ments  would a lso regulate  provincia l - level 

expenditures and the allocation of sub-provincial 

transfer payment funds.  We have conducted 

performance-based management. Performance targets 

were developed for all projects in the education 

budget of the central government and the central 

government’s special transfer payment for education.

MOE and other central authorities have conducted a 

self-assessment of the performance of departmental 

projects in a comprehensive manner. On this basis, 

MOF conducted a performance evaluation on some 

of the transfer payment projects. We have streng-

thened the application of the results of perfor-mance 

evaluation, and taken the performance evaluation 

results of relevant departments such as MOE as the 

basis for compiling the budget for the next year, 

improving and strengthening the management, and 

perfecting relevant policies. All localities have 

constantly enhanced performance-based management. 

Beijing actively promoted the performance-based 

appropriation system for municipal universities and 

colleges, and took the results of performance 

evaluation as an important reference for the budgetary 

arrangements of the next year. We have strengthened 

supervision and inspection. First, establish a 

supervisory system that combines internal and 

external supervision. In addition to the supervision by 

the people’s congress, we have comprehensively 

strengthened the fiscal and audit oversight as well as 

the internal audit supervision of education, and 

covered the use and management of government 

funding for education into the scope of education 

supervision. Second, carry out various forms of 

supervision. MOE, MOF and other government 

departments have successively organized the "Year of 

Educational Expenditure Management" and the "Year 

of Promoting Well-regulated Management of the 

Financial Aid for Students". In 2016, MOF organized 

the special inspection of the funds for improving the 

basic schooling conditions of secondary vocational 

schools and made public the results of inspection 

after the approval of the State Council. In the second 

half of this year, in accordance with the plan of the 

State Council, MOE, MOF, the National Develop-

ment and Reform Commission, and the Ministry of 

Human Resources and Social Security have asked all 

localities to conduct self-examination and self-

correction on the management and the use of 

government funds for education, and carried out 

random inspection of some key localities. In 
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accordance with the Ordinance on the Penalties and 

Sanctions for Violations of Fiscal Laws and other 

relevant provisions, behaviors that contravene fiscal 

disciplines would be seriously punished. Third, 

actively promote the disclosure of budget and final 

accounts for education. We have made public the 

measures for administering the government funds for 

education and the results of fund allocation to ensure 

full transparency and openness. MOE and other 

departments have made public on the departmental 

portal websites the budget and final accounts 

according to the expenditure function classification 

and economic classification, and the central-to-local 

transfer payment funds for specific projects of 

education have also been made public on the website 

of MOF on a region-by-region basis. Central-level 

colleges and universities have disclosed financial 

information according to the unified timeframe and 

unified format. All localities also actively promoted 

the disclosure of budget and final accounts of funds 

for education. In line with the practical work of 

public finance and education, we have established 

and improved the national statistics and notification 

mechanism for education funding to further subject to 

publ ic  supervis ion .  We have  promoted  the 

development of IT-based education. The national 

secondary and primary school student information 

management system has been established, and the 

student information is seamlessly connected and 

shared nationwide to enable more timely and accurate 

verification of the number of students. The basic 

information database of central-level universities and 

the national student financial aid information system 

have also been set up. All localities also actively 

developed and util ized relevant information 

management systems. These measures provided a 

strong support for the scientific management of 

government funds for education. In general, when it 

comes to the investment and use of funds for 

education in China, the institutional mechanisms are 

improving, the amount of funds is growing, the 

composition is getting better and the effectiveness of 

fund use is improving. At the same time, however, 

there are still some problems and challenges for the 

government funding for education. Specifically, the 

development of education is imbalanced and 

inadequate, the gap between education in urban and 

rural areas is still large, rural education needs to be 

further strengthened, the development of teachers 

needs to be enhanced, the expenditure composition 

needs to be optimized, and the investment in and 

support to education should be stepped up; some 

deep-rooted problems in the educational system and 

mechanism need to be systematically solved, the 

sharing of fiscal mandates and spending responsib-

ilities between the central and local government and 

the transfer payment system in the education sector 

also needs to be reformed; the funding system 

dominated by the public finance and supplemented by 

multiple channels is still not sound enough, and the 

government funding mechanism for education needs 

to be built on more scientific standards and gradually 

become procedure-based and law-based, the potential 

of private sector in investing in education has not yet 
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been brought into full play; fiscal management still 

needs to be strengthened as some localities and 

schools are over-emphasizing investment while 

under-emphasizing management and performance, 

and there exists waste and violation of laws and 

disciplines. Efforts should be made to resolve these 

problems in the next step.

Third, the plan for work at the next step. The 19th 

CPC National Congress is of great significance for 

fully building a moderately prosperous society in all 

respects, securing the decisive victory of socialism 

with Chinese characteristics for a new era and 

realizing the Chinese dream of the great rejuvenation 

of the Chinese nation. As is pointed out in the report 

of the 19th CPC National Congress, strengthening 

education is fundamental to our pursuit of national 

rejuvenation, therefore, we must give priority to 

education, further reform education, speed up its 

modernization, and develop education that people are 

satisfied with. This important statement provides 

guidance and sets the direction for the reform and 

development  of  educat ion  and the  work of 

government funding for education. Next, we must 

hold high the great banner of socialism with Chinese 

characteristics, fully implement the spirit of the 19th 

CPC National Congress, adhere to the Xi Jinping 

thought on socialism with Chinese characteristics for 

a new era as a guide, strengthen the consciousness of 

the need to maintain political integrity, think in big-

picture terms, follow the leadership core, and keep in 

alignment, adhere to the new vision of development, 

fully implement the Party’s education policy, 

conscientiously implement the decisions and plans 

made by the CPC Central Committee and the State 

Council and the NPC requirements, adhere to the 

general  pr inciple of  making progress while 

maintaining stability, move forward the "five-sphere 

i n t e g r a t e d  p l a n "  a n d  t h e  " f o u r - p r o n g e d 

comprehensive strategy", adhere to the people-

centered development philosophy, follow the natural 

law of education, actively give play to the role of 

public finance, continue to increase investment in 

education, see basic needs are met, prioritize key 

areas, improve institutions, and guide public 

expectations, continue to increase investment while 

p romot ing  re form,  improving  ins t i tu t iona l 

arrangements, strengthening management and 

enhancing performance, actively address the problem 

of  imbalanced  and  inadequa te  educa t iona l 

development, deepen the educational reform, speed 

up the modernization of education, increase people’s 

satisfaction with education, build a nation of quality 

education, and contribute to the securing of a decisive 

victory in building a moderately prosperous society 

in all respects, striving for the great success of 

socialism with Chinese characteristics for a new era, 

realizing the Chinese Dream of national rejuvenation, 

and meeting people’s aspiration to live a better life. 

We will give priority to development, continue to 

guarantee education as a priority area for government 

investment, and make every effort to improve the 

long- term mechanism for  s teady growth of 

investment in education. First, increase government 

investment in education. We will unswervingly give 
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priority to education, and catalyze investment in 

education by improving policy design, institutional 

design and standard design. We will push forward the 

sustained and steady increase of government 

investment in education, and ensure the government 

spending on education is no less than 4% of GDP. In 

light of the developments and changes in the new era, 

the different characteristics of all kinds of education, 

the practical needs for reform and development, and 

the available financial resources, we will further 

improve the budget allocation system and investment 

mechanism for education, and reasonably determine 

and gradually raise the relevant funding standard and 

level of investment. Second, advance the reform of 

the sharing of fiscal mandates and spending 

responsibilities between the central and local 

governments in education. In accordance with the 

requirements of the 19th CPC National Congress on 

"establishing a fiscal relationship between the central 

and local governments built upon clearly defined 

powers and responsibilities, appropriate financial 

resource allocation, and greater balance among 

regions", and to implement the spirit of the Guidelines 

of the State Council on Promoting the Reform of the 

Shar ing  o f  F i s ca l  Mandates  and Spending 

Responsibilities between the Central and Local 

Governments (Guo Fa [2016] No. 49), we will actively 

promote the reform of the sharing of fiscal mandates 

and spending responsibilities between the central and 

local governments in education, improve the transfer 

payment system for education, urge the provincial 

governments, on account of the actual conditions, to 

determine the sub-provincial intergovernmental fiscal 

mandates and spending responsibilities in the 

education field so as to match spending responsib-

ilities with fiscal mandates, and see to it that the 

s h a r i n g  o f  f i s c a l  m a n d a t e s  a n d  s p e n d i n g 

responsibilities is procedure-based and law-based 

when conditions are ripe so that all levels of 

government would fulfill the responsibilities of 

education investment and management as required. 

Third, actively crowd in private sector forces. We 

will correctly handle the relationship between the 

government and the market as well as between the 

government and the society, implement the newly 

revised law on promoting private investment in 

education and the Guidelines of the State Council on 

Encouraging Private Sector Forces to Invest in 

Education and Promoting the Healthy Development 

of Private-run Education (Guo Fa [2016] No. 81), 

implement various fiscal and tax policies and 

measures, broaden the channels for investment in 

education, and support and regulate private sector 

forces’ investment in education. We will improve the 

cost-sharing mechanism for non-compulsory 

education and increase the incentives of all parties to 

invest in education. We will continue to highlight 

priorities, optimize the composition of government 

on education, and strive to win the battle against 

poverty through education. We will protect the basic 

livelihood of people, focus on the priorities, streng-

then the weak links, promote fairness, improve 

quality, pay more attention to increase investment 

while optimizing the composition of expenditure, 
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make good use of the increased resources, and put the 

stock of resources to good use. We will prioritize the 

spending on education to rural areas, to the old 

revolutionary base areas, ethnic minority areas, 

border areas and poor areas, to compulsory education, 

to poor students, and to weak links and key areas. We 

will vigorously support the integrated development of 

compulsory education in urban and rural areas, 

prioritize compulsory education in rural areas, 

improve pre-school education, special education and 

online education, promote the popularization of high 

school education, improve vocational education and 

training system, deepen the integration between 

industry and education and the cooperation between 

schools and enterprises, accelerate the building of the 

first-class universities and first-class disciplines, 

strengthen the development of institutions of higher 

learning, improve student financial aid system, 

strengthen the development of teachers, and improve 

the continuing education. In particular, we will 

combat poverty through education. Relevant 

government departments and localities should 

conscientiously implement the 13th Five-Year Plan 

on Poverty Alleviation through Education, combat 

poverty in a targeted way, focus on basic education 

and vocational education in poor areas, focus on 

providing financial aid to the students from 

documented poor families, focus on the development 

of rural teachers, increase support to the poverty-

stricken areas, especially the extremely poor areas 

and poor students, and strive to win the battle against 

poverty through education. We will continue to 

deepen reforms and increase fiscal support to remove 

the institutional obstacles that restrict the develop-

ment of education and science. We will make the 

reform more systemic, integrated and coordinated, 

pay more attention to combining the reform and 

improvement of the mechanism for education 

investment with the deepening reform of education 

system, and create synergies and positive coordina-

tion of reforms. We will increase fiscal support for 

education reform, unleash the incentives of fiscal 

funds, promote the comprehensive reform of 

education, systematically promote the reform of 

educational modes, mode of running schools and 

management  system, establ ish and improve 

mechanisms conducive to the scientific development 

of all kinds of education at all levels, strive to build a 

complete, scientific, well-regulated and effective 

education system so that all levels of education is not 

only more in line with the natural laws of education 

and talent development and is better able to promote 

the all-round development of people, but also 

provides institutional support and strong impetus for 

development of a world-class and modern education 

system with Chinese characteristics. We will 

strengthen financial management according to laws, 

and make efforts to improve the effectiveness of the 

use of funds. We will firmly establish the consciou-

sness of the rule of law and performance, pay more 

at tent ion to  the increase of  investment  and 

improvement of management and performance, and 

continuously improve the level of public financial 

management.  First ,  improve management in 
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accordance with laws and regulations. We will 

strictly implement the laws and regulations such as 

the Budget Law and other relevant policies and 

earnestly strengthen the institutional development so 

as to make the use and management of funds more 

procedure-based. Second, strengthen performance 

management. In accordance with the requirements of 

the 19th CPC National Congress on "putting in place 

a comprehensive, procedure-based, transparent 

budget system that uses well-conceived standards and 

imposes effective constraints; and implementing 

performance-based management nationwide", we will 

further strengthen the budget preparation for 

education and the execution and management of 

budget ,  enhance  the  accountabi l i ty  for  the 

effectiveness of expenditure, embed performance 

management into the entire process of investment, 

use and supervision of government funds for 

education, improve performance targets, conduct 

monitoring of performance, carry out scientific 

performance evaluation, increase the application of 

performance evaluation results, and effectively 

improve the effectiveness of the use of funds. Third, 

spend money in a thrifty and efficient way. Taking 

into account the basic national condition and reality 

that China is still in the primary stage of socialism 

and considering the situation of the economy and 

public finance, we will do our best but do what we 

can, deliver aid to the neediest people, avoid 

excessive commitments, oppose loss and waste, and 

spend money on where it counts. Fourth, strengthen 

the management of basic work. We will actively use 

means of information technology to improve the 

dynamic collection of basic education data. We will 

strengthen the management of state-owned assets, 

revitalize all kinds of existing assets, and improve the 

effectiveness of asset  use.  Fifth,  strengthen 

supervision and inspection. In addition to the 

supervision of the people’s congress, we will 

strengthen fiscal and audit supervision. We will 

further promote the disclosure of education budget 

and final accounts, and actively accept public 

supervision. We will enhance fiscal disciplines and 

resolutely deal with all kinds of violations of laws 

and disciplines.

3. Xiao Jie: accelerate the fiscal and 
tax reform in 2018

According to the recent report made by Finance 

Minister Xiao Jie at the National Fiscal Work 

Conference, the fiscal and tax reform will be 

accelerated next year. As the conference pointed out, 

the 19th CPC National Congress has outlined the major 

policies on a series of major theoretical and practical 

issues on adhering to and developing the socialism with 

Chinese characteristics for a new era. It has drawn up 

the strategic plan for pushing forward all aspects of the 

Party and our country’s work and offered our Party a 

political manifesto and guide for action to embark on 

a new journey and write a new chapter. The finance 

authorities at all levels should thoroughly study and 

implement the spirit of the 19th CPC National Congress, 
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fully implement the Xi Jinping thought on socialism 

with Chinese characteristics for a new era, accurately 

understand the new historical positioning of China, 

closely follow the changes of the principal contradiction 

facing the Chinese society, develop clear ideas and 

measures for working, and give better play to the role 

of public finance as the foundation and important pillar 

for state governance. First, we must proactively adapt 

to the new era of socialism with Chinese characteristics, 

and strive to improve our ability to think in a strategic, 

dialectical, innovative way and increase our awareness 

of the rule of law and the bottom line in order to better 

serve the overall development of our party and our 

country. Second, we must accurately grasp the changes 

of the principal contradiction facing the Chinese society, 

pursue supply-side structural reforms as the main task, 

innovate and improve the approaches of public finance 

management, optimize the composition of resource 

allocation, establish and improve the fiscal and tax 

policy system and institutional arrangements, and strive 

to resolve the problem of inadequate and imbalanced 

development. Third, we must closely follow the 

strategic arrangements for the development of socialism 

with Chinese characteristics for a new era, optimize 

the allocation of financial resources, support the efforts 

of forestalling and resolving major risks, eliminating 

poverty in a targeted way and preventing and controlling 

pollution, implement the major national development 

strategy, and build a moderately prosperous society in 

all respects as scheduled. Fourth, we must firmly deepen 

reforms in all dimensions, speed up the establishment 

of a modern fiscal system, establish a fiscal relationship 

between the central and local governments built upon 

clearly defined powers and responsibilities, appropriate 

financial resource allocation, and greater balance among 

regions, put in place a comprehensive, procedure-based, 

transparent budget system that uses well-conceived 

standards and imposes effective constraints, deepen tax 

system reform, and form a tax system featuring unified 

tax laws, fair tax burdens and appropriate redistribution 

effect, with a view to promoting the continuous 

modernization of the national governance system and 

capacity. Fifth, we must implement the people-centered 

development concept in an all-round manner, highlight 

the public nature and fairness of public finances, ensure 

the basic livelihood of people, build science-based 

institutional arrangements, make the fiscal work more 

targeted, pay attention to sustainability, in order to 

improve the people’s livelihood in a more stable and 

sustainable way.

Xiao Jie pointed out that since the beginning of this 

year, in the face of the profound and complicated 

changes at home and abroad, under the strong 

leadership of the Party Central Committee with 

Comrade Xi Jinping at the core, the finance 

authorities at all levels have conscientiously 

implemented the decisions and plans of the Party 

Central Committee and the State Council, pushed 

forward the supply-side structural reforms, reduced 

the tax burden on enterprises, intensified efforts 

to adjust the composition of fiscal expenditures, 

advanced the performance-based management 

of funds, deepened the fiscal and tax reform, 

strengthened the prevention and control of local 
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government debt risks, and strengthened the 

management of budget implementation, helping 

effect ively boost  the sustained and heal thy 

development of economy and society. Since the 

18th CPC National Congress, the finance authorities 

at all levels have conscientiously studied and 

implemented a series of new ideas, new thoughts 

and new strategies proposed by the CPC Central 

Committee, and made remarkable achievements 

in all the work related to the fiscal reform. First, 

we have implemented proactive fiscal policy and 

ensured that the economic performance remained in 

a reasonable range. With a moderate increase in the 

size of fiscal expenditure, the national fiscal deficit 

rose from 1.2 trillion RMB to 2.38 trillion RMB, but 

the deficit rate has been kept under 3%. We focused 

on reviving the stock of funds to support the urgent 

needs of economic and social development. We 

have implemented massive tax cut and reduction of 

fees. In the past five years, the business tax to VAT 

reform has cumulatively cut taxes by nearly 2 trillion 

RMB, 1,368 government charges and administrative 

fees have been canceled, exempted, halted and 

reduced, involving a reduction of 369 billion RMB 

of revenues. Second, we continued to push forward 

the supply-side structural reforms, implemented the 

key tasks of "cutting overcapacity, deleveraging, 

destocking, reducing costs and shoring up weak 

links", advanced the supply-side structural reform 

in the agricultural sector, promoted the development 

of the real economy, fostered new growth drivers, 

and promoted a new dynamic balance between 

supply and demand. Third, we continued to deepen 

the fiscal and tax reform, improved the budget 

management system, promoted the reform of the tax 

system, improved the fiscal system, and achieved 

important initial results in developing a modern fiscal 

system. Fourth, we continued to ensure and improve 

people’s basic livelihood, vigorously supported 

poverty alleviation, strengthened the support for 

people’s basic livelihood, promoted ecological and 

environmental protection, and increased people’s 

sense of gain. Fifth, we continued to strengthen the 

local government debt management, basically put 

in place the local government debt supervision and 

management framework and risk prevention and 

control system, and enhanced fiscal sustainability. 

Sixth, we continued to manage public finance in 

accordance with to laws and improved the level of 

fiscal management. Seventh, we continued to deepen 

international financial cooperation and safeguarded 

and promoted national interests.

Xiao Jie emphasized that the recently held Central 

Economic Work Conference clearly explained 

the Xi Jinping’s economic thoughts on socialism 

with Chinese characteristics for a new era with 

the new development vision as its main content, 

thoroughly analyzed the current economic situation, 

and made comprehensive plan for the economic 

work in 2018. Finance authorities at all levels 

should comprehensively implement the spirit of the 

19th CPC National Congress, closely unite around 

the Party Central Committee with Comrade Xi 

Jinping as the core, take the Xi Jinping thoughts on 
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socialism with Chinese characteristics for a new era 

as the guide, strengthen the Party’s leadership over 

economic work, adhere to the principle of making 

progress while maintaining stability, uphold the new 

development vision, closely follow the changes of the 

principal contradiction facing the Chinese society, 

move forward the "five-sphere integrated plan" 

and the "four-pronged comprehensive strategy" to 

meet the requirements of high-quality development, 

continue to pursue the supply-side structural 

reforms as the main task, continue to implement 

the proactive fiscal policy, and enhance fiscal 

sustainability. Efforts should be made to support 

the three major battles of forestalling and resolving 

major risks, alleviating poverty in a targeted way 

and preventing and controlling pollution. We should 

support the efforts to forestall and resolve major 

risks by focusing on effectively preventing and 

controlling local government debt risks, resolutely 

prohibiting illegal financing and guarantee behavior, 

strictly banning the borrowing under the guise of 

government investment funds, PPP, and government 

procurement of services. We will support the targeted 

poverty alleviation, with a focus on supporting 

the extremely poor areas and the poor people with 

special difficulties, and strengthen the management 

of government funds for poverty alleviation. We 

will support the fight against pollution, with a focus 

on firmly establishing awareness of the importance 

of environmental protection, tackling the salient 

environmental problems, improving air quality, 

and providing more quality ecological products. 

While supporting the three major battles, we should 

improve the work on eight aspects so as to meet the 

requirements of high-quality development. First, 

deepen the supply-side structural reform, support 

the optimization and upgrading of manufacturing 

industries, promote the sustained and rapid growth of 

new growth drivers, and continue to cut overcapacity, 

deleverage, destock, reduce costs and strengthen 

weak links. Second, implement the innovation-driven 

development strategy, support the improvement of 

science and technology innovation capacity, deepen 

the reform of government funding for science and 

technology, accelerate the transformation of scientific 

and technological achievements into real productive 

forces, and promote innovation, entrepreneurship 

and the development of small and micro enterprises. 

Third, support the implementation of the strategy of 

rural vitalization, improve the system of agricultural 

support and protection, further advance the supply-

side structural reform in the agricultural sector, 

speed up the development of modern agriculture, 

and deepen the comprehensive rural reform. Fourth, 

promote the coordinated development of regions, 

raise the level of equalization of basic public services, 

support the three strategies of the Belt and Road, 

Economic Integration of Beijing-Tianjin-Hebei, and 

the Yangtze River Economic Belt. Fifth, speed up 

the fiscal and tax reform, improve the fiscal system, 

perfect the budget management system, deepen the 

reform of the tax system, and push forward the reform 

of the government purchase of services. Sixth, raise 

the level of people’s livelihood, support educational 
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development, strengthen the work on employment 

and social security, support the implementation 

of a healthy China strategy, strengthen the supply 

of basic housing, and promote cultural prosperity. 

Seventh, strengthen fiscal management and oversight, 

implement performance-based management in an 

all-round way, promote law-based public finance, 

improve the modern treasury management system, 

strengthen the basic work in fiscal management, 

and enhance fiscal supervision. Eighth, break new 

ground in pursuing opening-up on all fronts, actively 

promote international cooperation on the Belt and 

Road, accelerate the cultivation of new advantages in 

international trade competition, and deeply involve in 

global economic governance.

Xiao Jie emphasized that the 19th CPC National 

Congress made the top-level design and strategic 

planning for promoting the great new project of 

Party building. The fiscal system nationwide must 

resolutely carry out the general requirements for 

Party building for a new era, further enhance 

the consciousness of Party governance, focus 

on solving problems, maintain strategic resolve, 

and ensure strict Party self-governance. First, 

put the Party’s political building first and take 

a clear political stand. We must enhance the 

"four awareness", strictly abide by the political 

disciplines and political rules, improve the political 

stand, follow the party constitution, and act in 

strict accordance with the code of conduct for 

intraparty political life under new circumstances. 

Second, combine centralized education with 

regular education, continuously carry out the study 

of Xi Jinping thought on socialism with Chinese 

characteristics for a new era, and instill the Party 

members with the innovative Party theories to 

guide the reform and development of public 

finance. Third, train a contingent of competent and 

professional public finance officials with excellent 

political integrity and working capabilities. Adhere 

to the principle of the Party supervising officials, 

implement the standards fitting for a new era to 

assess the caliber of officials, in order to provide 

a strong organizational guarantee and personnel 

support for the fiscal reform and development. 

Fourth, further address the practice of formalities 

for formalities’ sake, bureaucratism, hedonism, 

and extravagance, and resolutely enhance the 

conduct of the Party officials. Fifth, tighten 

political discipline and rules to ensure that political 

responsibility for governance and supervision is 

fulfilled, and follow strict standards and measures 

throughout the whole process and all aspects of 

Party governance

4. Zhu Guangyao: the spillover 
effects of U.S. tax reform should not 
be overlooked

Recently, Vice Finance Minister Zhu Guangyao 

delivered a speech in which he said that the U.S. 

Senate had passed a tax reform bill with 1.4 

trillion U.S. dollars of tax cut. According to the 
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bill, U.S. corporate tax rate will plummet from 

35% to 20%. The U.S. tax reform undoubtedly has 

a significant impact on the U.S. economy, and the 

spillover effects should not be overlooked. The key 

now is that the House and Senate versions should 

be merged. The most obvious difference between 

the Senate and House versions is implementation 

deadline, with the Senate version deadline being 

2019 and the House version being 2018. How to 

bridge the differences between the two sides is 

a prerequisite for forming a common version for 

submitting to Trump for approval. Overall, this 

bill  also needs to be debated, but the major 

uncer ta in t ies  have  been  e l imina ted .  In  the 

next step, we should pay great attention to the 

impact of tax reform on the competitiveness, 

labor productivity and wage of the U.S. Given 

the close integration of the global economy, 

the adjustment of tax policy will undoubtedly 

have a significant impact on the U.S. economy, 

while the spillovers from tax reform cannot 

b e  i g n o r e d .  C h i n a  n e e d s  t o  m a k e  p o l i c y 

discussions from the perspect ive of  joint ly 

i m p r o v i n g  l a b o r  p r o d u c t i v i t y ,  e n h a n c i n g 

competitiveness, and benefiting workers and 

people. An important achievement reached by 

the G20 Hangzhou Summit  is  to s trengthen 

the coordination of international tax policies. 

The for thcoming G20 summit  in  Argent ina 

next year has agreed that the coordination of 

international tax policies should be the subject 

of discussion.

5. Zhu Guangyao: the trajectory of 
Fed’s interest rate hike is clear and 
an even more substantial increase is 
likely in the future

Recently, Vice Finance Minister Zhu Guangyao 

delivered a speech in which he said that the trajectory 

of Fed’s rate hike is getting clear. The Fed halted 

bond purchases and raised interest rate at the end of 

2015, raised interest rate twice this year, and is likely 

to raise interest rate 3-4 times in 2018. The trajectory 

and degree of Fed’s interest rate hike are relatively 

clear, as the rate is steadily adjusted with a 0.25 

percentage point increase each time, but an even more 

substantial increase is also likely in the future. After 

the Fed cut interest rate to zero, the massive purchase 

of government bonds and secured corporate bonds led 

to a sharp rise in its balance sheet from a pre-crisis 

1.5 trillion USD to 4.5 trillion USD. In responding to 

and tackling the crisis, quantitative easing played a 

role, but a heavy price was also paid. This is reflected 

in the dramatic expansion of the balance sheets of 

the Fed, ECB and Bank of Japan. Only after the Fed 

stopped buying bonds at the end of 2015 did it begin 

to gradually embark on the normalization of interest 

rate. The ECB is still continuing to buy bonds, but 

the purchase is gradually moderating. In September 

2018, the ECB will re-examine the quantitative 

easing policy, and the steady growth of the Euro-zone 

economy will provide maneuver room for the ECB to 

withdraw its quantitative easing policy.
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